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1. LAST SEVERAL DAYS HAVE SEEN INCREASING SPECULATION THAT 
GOI WILL LAUNCH NEW AUSTERITY PROGRAM IN NEAR FUTURE, 

PERHAPS THIS WEEKEND. CONTINUED DECLINE FOREIGN EXCHANGE 
RESERVES (REPTEL), SPECULATION AGAINST POUND, THREAT OF RENEWED 
INFLATOION, AND RISING BUDGETARY DEPICIT ARE SOURCES OF PUBLIC 
ANTICIPATION OF GOVERNMENT ACTION. SEPT 25, BLACK MARKET RATE 
REACHED IL 8.25 PER DOLLAR AND NATAD DOLLAR AT RECORD HIGH OF 
7.53 PER DOLLAR. THERE ARE PRESS REPORTS AND RUMORS 

OF BRISK CONSUMER BUYING BEPORE ANTICIPATED PRICE AND 
TAX RISES. 

2. PRESS REPORTS THAT NEW AUSTERITY PROGRAM MAY INCLUDE: 
DEVALUATION OF ISRAELI POUND TO EIGHT OR MORE PER 
DOLLAR (PRESENT RATE OF IL 6.36 PER DOLLAR); INCREASED 
BASIC COMMODITIES AND INCREASED PRICES FOR FUEL. 

3. COMMENT: GOI SOURCES CONFIRM THAT HIGH-LEVEL 
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WITH HISTADRUT AND PARTY REPRESENTATIVES IN 
EEEORT TO REDUCE OPPOSITION OF QUOTE LABOR AND 
POLITICAL ELEMENTS UNQUOTE TO IMPOSITION OP ADDITIONAL 
ECONOMIC MEASURES. ONE MPA SOURCE TOLD US THAT GOVERN- 
MENT WAS DETERMINED TO QUOTE SOAK UP IL LIVE BILLION IN 
EXCESS LIQUIDITY UNQUOTE BY MEANS OP ADDITIONAL 
TAXES. IN CIRCUMSTANCES WE BELIEVE NEW PACKAGE WILL 
BE ANNOUNCED AS SOON AS DEAL CAN BE WORKED OUT WITH 
HISTADRUT. THIS IS UNDOUBTEDLY PROVING VERY DIPFICULT, 
BUT GOVERNMENT, STRENGTHENED BY INTERIM 
AGREEMENT WITH EGYPT AND ASSURANCES OF US 
AID, SHOULD BE ABLE TO GET MOST OF WHAT IT WANTS IN 
WAY OF AUSTERITY PACKAGE. 
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